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Source: GSAM. As of 9/30/17. Fund holdings and allocations shown are unaudited, and may not be representative of current or future investments. Fund holdings and allocations may not include the 

Fund's entire investment portfolio, which may change at any time. Fund holdings should not be relied on in making investment decisions and should not be construed as research or investment advice 

regarding particular securities. Current and future holdings are subject to risk. Model Factor Weights represent the weight placed on each our six themes in determining our overall view for each 

company. 
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Factor Definitions 

Valuation compares a stock’s price with its intrinsic value. This driver is 

motivated by the fact that investors form modest but realistic expectations for 

value stocks, but are overly optimistic about the prospects for "glamour" 

stocks. Over time, as prices adjust, value stocks outperform their more 

glamorous counterparts. Thus, all else being equal, cheaper stocks are more 

attractive than stocks selling at higher multiples. We tend to think of 

assessing cheapness in ways that are different from others and tailored to the 

way a company does business. For example, for financial companies an 

asset based measure of intrinsic worth, like book value, might be reasonable 

but for growing technology companies, a cash flow based measure of value 

might be more appropriate. 

 

Profitability measures the ability of a company to generate income though 

rising sales or improved profit margins. We favor companies with attractive 

future prospects for profitability as the market tends to focus on past 

profitability measures and is slow to recognize new information. We seek to 

assess the profitability of a company not based on what it was, or what it is, 

but on what it will be. For example, we forecast earnings growth by examining 

where companies generate their profits and cross-referencing those 

geographic markets with our expectations for their economic growth. All 

things being equal, companies generating profits in growing regions are more 

likely to grow profits. 

 

Quality focuses on the sources of a company’s earnings not just whether or 

not earnings improved. Investors often buy stocks with improved earnings, 

but not all earnings are generated from sustainable sources. Based upon 

extensive corporate finance theory, we decompose earnings into cash based 

earnings, which are highly persistent, and non-cash based earnings, which 

are more transitory. In fact, non-cash based earnings often increase at 

precisely the time that cash based earnings begin to deteriorate, as 

management may attempt to hide weakening operating results behind accrual 

accounting conventions. Consequently, companies with a large non-cash 

component to their earnings more likely to disappoint investors in the future – 

and generate below-market stock returns – than are companies with strong 

cash based earnings. 

Management measures management’s ability to generate shareholder value 

or convey information asymmetry. Management are privy to much more 

inside information about a company. They know a great deal about the health 

of the company, its future prospects and competitive positioning. We utilize 

the information that is conveyed by their trading activity as we look at what 

they do, rather than listen to what they say. When Management are 

optimistic about the company’s future, they may buy back stock or increase 

their personal holdings, conversely, when management are pessimistic about 

the company’s future, they may dilute ownership or sell a portion of their 

personal stake in the company. 

 

Momentum captures systematic under-reaction to value relevant 

information. Academic research shows that investors are slow to react to the 

release of investment-relevant information, especially when its implications 

are complex or ambiguous. As investors gradually come to understand the 

implications of this information, prices trend upwards following good news 

and downwards following bad news, thereby exhibiting momentum.  

 

Sentiment summarizes the views of various public market analysis including 

news articles, financial analysts and intermediaries. Investors often attempt 

to stay informed of daily market publications to gauge the pervading 

sentiment about their investments, but are limited by the vast amount of 

information produced and their available resources. Through the use of 

proprietary natural language technology we parse through tens of thousands 

of market publications per day in order to identify relevant sentiment 

information about companies we are considering for investment. This 

information helps time buy and sell decisions by capitalizing on short term 

market sentiment even as we maintain a long term view driven by our other 

investment themes. 
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Additional information 
Disclosures 

The Goldman Sachs Emerging Markets Equity Insights Fund invests primarily in a diversified portfolio of equity investments in emerging country issuers. 

The Fund’s investments are subject to market risk, which means that the value of the securities in which it invests may go up or down in response to the 

prospects of individual companies, particular sectors or governments and/or general economic conditions. Foreign and emerging markets investments 

may be more volatile and less liquid than investments in U.S. securities and are subject to the risks of currency fluctuations and adverse economic or 

political developments. At times, the Fund may be unable to sell certain of its illiquid investments without a substantial drop in price, if at all. The 

Investment Adviser’s use of quantitative models to execute the Fund’s investment strategy may fail to produce the intended result. Different investment 

styles (e.g., “quantitative”) tend to shift in and out of favor, and at times the Fund may underperform other funds that invest in similar asset classes. The 

Fund may have a high rate of portfolio turnover, which involves correspondingly greater expenses which must be borne by the Fund, and is also likely to 

result in short-term capital gains taxable to shareholders. 
 

A summary prospectus, if available, or a Prospectus for the Fund containing more information may be obtained from your authorized dealer or 

from Goldman Sachs & Co. LLC by calling (retail - 1-800-526-7384) (institutional – 1-800-621-2550). Please consider a fund's objectives, risks, and 

charges and expenses, and read the summary prospectus, if available, and the Prospectus carefully before investing. The summary prospectus, 

if available, and the Prospectus contains this and other information about the Fund. 
 

Goldman Sachs & Co. LLC, distributor of the Funds, is not a bank, and Fund shares distributed by Goldman Sachs & Co. LLC are neither deposits nor obligations of, nor endorsed, nor 

guaranteed by any bank or other insured depository institution, nor are they insured by the Federal Deposit Insurance Corporation (FDIC), the Federal Deposit Insurance Corporation (FDIC), the 

Federal Reserve Board, or any other government agency. Investment in the Funds involves risks, including possible loss of the principal amount invested. 

 

© 2017, Goldman Sachs. All rights reserved. Date of first use: 11/6/17 
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1. Our clients’ interests always come first. Our  experience shows that if we 

serve our clients well, our own success will follow. 

 

2. Our assets are our people, capital and reputation. If any of these is ever 

diminished, the last is the most difficult to restore. We are dedicated to 

complying fully with the letter and spirit of the laws, rules and ethical 

principles that govern us. Our continued success depends upon unswerving 

adherence to this standard. 

 

3. Our goal is to provide superior returns to our shareholders. Profitability is 

critical to achieving superior returns, building our capital, and attracting and 

keeping our best people. Significant employee stock ownership aligns the 

interests of our employees and our shareholders. 

 

4. We take great pride in the professional quality of our work. We have an 

uncompromising determination to achieve excellence in everything we 

undertake. Though we may be involved in a wide variety and heavy volume 

of activity, we would, if it came to a choice, rather be best than biggest. 

 

5. We stress creativity and imagination in everything we do. While recognizing 

that the old way may still be the best way, we constantly strive to find a 

better solution to a client’s problems. We pride ourselves on having 

pioneered many of the practices and techniques that have become 

standard in the industry. 

 

6. We make an unusual effort to identify and recruit the very best person for 

every job. Although our activities are measured in billions of dollars, we 

select our people one by one. In a service business, we know  that without 

the best people, we cannot be the best firm. 

 

7. We offer our people the opportunity to move ahead more rapidly than is 

possible at most other places. Advancement depends on merit and we 

have yet to find the limits to the responsibility our best people are able to 

assume. For us to be successful, our men and women must reflect the 

diversity of the communities and cultures in which we operate. That means 

we must attract, retain and motivate people from many backgrounds and 

perspectives. Being diverse is not optional; it is what we must be. 

 

 

8. We stress teamwork in everything we do. While individual creativity is 

always encouraged, we have found that team effort often produces the 

best results. We have no room for those who put their personal interests 

ahead of the interests of the Firm and its clients. 

 

9. The dedication of our people to the Firm and the intense effort they give 

their jobs are greater than one finds in most other organizations. We think 

that this is an important part of our success. 

 

10. We consider our size an asset that we try hard to preserve. We want to be 

big enough to undertake the largest project that any of our clients could 

contemplate, yet small enough to maintain the loyalty, the intimacy and the 

esprit de corps that we all treasure and that contribute greatly to our 

success. 

 

11. We constantly strive to anticipate the rapidly changing needs of our clients 

and to develop new services to meet those needs. We know that the world 

of finance will not stand still and that complacency can lead to extinction. 

 

12. We regularly receive confidential information as part of our normal client 

relationships. To breach a confidence or to use confidential information 

improperly or carelessly would be unthinkable. 

 

13. Our business is highly competitive, and we aggressively seek to expand 

our client relationships. However, we must always be fair competitors and 

must never denigrate other firms. 

 

14. Integrity and honesty are at the heart of our business. We expect our 

people to maintain high ethical standards in everything they do, both in 

their work for the firm and in their personal lives. 

 

Goldman Sachs Business Principles 


